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　　　　The　Reasons　for　the　deficit　in　the　budget　of　national　government　in　modern　democracy－
as　revealed　in　the　U．　S．　for　these　twenty　years－are　stated　by　some　leading　public　choice
economists　as　follows：
　　　　（1）　All　people　involved　in　formation　of　macro－economic　stabilization　policies　have
failured　to　see　that　Keynesian　theory　of　economic　policy　from　which　actual　macro－economic
policies　are　derived　has　the　assumptions　that　those　policies　should　be　implemented　by　clever
statesmen．
　　　　（2）　ln　actual　world，　politicians，　voters　and　bureaucrats　are　not　the　inhabitants　in
Harvey　Road．　Politicians　are　easily　sensible　to　the　pressures　from　citizen　voter　expecting
to　obtain　the　maximal　support　from　them．　Such　incentives　and　behaviors　of　politicians
would　result　in　the　immediate　adoption　of　the　tax　cut　and　the　increase　of　the　government
expenditures　in　deppression．　Asymmetricaliy　politicians　would　find　it　very　difficult　to
increase　tax　and／or　to　decrease　government　expenditure　in　boom，　facing　the　fear　of　losing
the　votes．
　　　　（3）　Firms　and　individual　voters　and　their　pressure　groups　are　usually　myopic　seekers
of　their　own　benefits．　That　is，　they　know　that　their　pressures　for　large　budget　are　likely
to　lead　to　deficit，　which　in　turn　brings　out　the　burden　of　refunding　the　borrowing　and
paying　the　interest　on　their　future　generation．　But　they　don’t　regard　such　burden　as　their
own．　Public　debt　burden　falling　on　future　generation　is　not　included　in　their　costs　of
obtaining　benefits　through　the　government　expenditures．
　　　　（4）　All　bureaucracy　seeks　to　maximize　the　amount　of　the　budget　appropriated　to
their　bureau，　even　though　part　of　the　national　budget　is　financed　by　the　issue　of　public
debt．
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　　　　A　simple　model　describing　a　large　economy　where　domestic　market　dominates，　and　as
a　consequence　of　political　actions　among　economic　subjects，　government　leads　to　deficit
budget　can　be　easily　described．　ln　this　model　economic　subjects　are　classified　into　4
groups．
　　　　（1）　lndividual　voters；their　utility　level　Ui，　is　a　function　of　the　level　of　national
economic　activities　Y　that　immediately　represents　the　level　of　employment，　the　level　of
individual　income　and　the　lndividual　tax　Ti．
　　　　（2）　Firms；　their　utility　level　Uf，　depends　on　favorable　domestic　economic　condition
E　that　in　turn　depends　on　government　expenditure，　the　level　of　national　economic　activities
that　are　mainly　affected　by　E，　not　by　foreign　markets　by　assumption，　and　the　corporation
tax　7ン．
　　　　（3）　Politicians；　their　utility　level　Up，　simply　depends　on　the　votes　from　individual
voters　Vi，　the　support　from　firms　ill　terms　of　monetary　contributions　and　o止er　organiza．
tional　back－up　Vf，　and　the　cooperation　that　politicians　obtain　from　the　bureaucracy　as　the
ski11ed　technocratic　group　VB．
　　　　（4）　Bureaucracy；　its　utility　level　UB　depends　on　the　size　of　the　governmental　budget，
because　it　is　the　basic　foundation　of　each　bureau’s　power．　Therefore　we　can　form　a　model
for　a　large　economy　with　deficit　budget．
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　　　　We　denote　budget　deficit，　i．　e．，　the　issue　of　public　debt　in　a　year　B．
　　　　In　this　model，　politicians　of　ruling　party　arrange　public　policy　and　budget　policy　in
order　to　be　elected　or　reelected．　In　turn　they　need　to　maintainひ，乙Tf　and乙rB　at　cor－
respondingly　high　levels．
　　　　Note　that　we　assumed　that　individuals，　bureaucrats　and　firms　have　myopic　view　as　to
their　interests．　Future　tax　burden　that　is　expected　to　be　fallen　on　the　future　generation
is　not　included　in　all　utility　functions　of　economic　subjects．
　　　　In　this　political　economy　model，　politicians　of　ruling　party　are　assumed　to　select　policy
variables　G，　T，　and　T／in　a　way　to　maximize　votes　and　supports　Vi，　Vf　and偽from
other　groups．　Equation　（5）　is　definitional　one，　which　determines　the　value　of　B　as　only
balaRcing　factor　of　the　national　budget．　By　assumption，　politicians　and　other　subjects　do
not　give　their　attention　to　the　burden　on　future　tax　payers，・arising　from　the　existence　and
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the　accumulation　of　B．
　　　　In　the　case　where　this　economy　can　somehow　keep　a　steady　growth，　Y　would　be　mainly
determined　by　the　resources　available　and　the　progress　of　technology　of　production．　ln
this　case，　however，　B　may　be　positive　with　infiationary・　pressure．　ln　the　period　of　depres－
sion，　this　economy　will　bring　out　much　more　budget　deficit．　ln　the　period　of　boom，　how－
ever，　this　economy　will　not　see　a　large　curtailment　of　deficit．　Therefore，　on　average，　this
economy　suffers　from　continuous　inflationary　pressure．　By　the　assumption　that　economy
has　large　domestic　market，　there　will　be　no　balance　of　trade　difliculties．　Even　in　such　a
case，　not　only　politicians　but　individuals　and　firms　prefer　inflation　to　unemployment．
g A　MigdieR　fer　apm　Expgpt－gyiewteetiogeafi　EegwaQffgkyhe　case　o£　3agean
　　　　In　this　section　the　relevant　economic　subjects　are　the　same　as　in　the　last　section．
Basic　behavioral　assumptions　are　also　the　same．　However，　equation　（2）　is　changed　a　little
in　order　to　consider　the　role　of　export　in　this　economy．　The　level　of　national　economic
activities　Y，　depends　heavily　upon　exports　X，　which　are　related　to　exogeneous　state　of
world　economy　E，　and　the　domestic　price　level　P．　Domestic　price　level　in　turn　is　mainly
determined　by　the　size　of　budget　deficits．　Here　we　neglect　monetary　policy．　We　add　to
a　special　institutional　condition　as　the　equation　（6）；　That　is　budget　deficits　are　limited　to
a　given　amount　B　by　so－called　fiscal　constitution．
　　　　Therefore　in　this　case，　a　simple　model　can　be　described　as　follows；
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　　　　these　equations　determine，　in　the　same　way　as　before，　the　amounts　of
　　　Y，　G，　E，　Ti，　Tf，　B　and　P．　Seemingly　this　model　also　leads　to　the　crea－
　　　　　　 　　　　　　　e　limit of　B　is　reached．　．　However　1　want　to　stress　the　rela－
　　B　a d　P．　The　seeking　of　self－interest　among　individual　and　firms　might
　 　　　　　　　　　　　　 　　 　udget．　But　these　processes　are　usually　followed　by　in－
　will　give　an　unfavorable　effects　on　the　level　export　of　this　economy．　Recall
　　　　　　　　　　　is　economy　relies　heavilly　on　the　promotion　of　export．　Thus　the
flation　will　be　constrained　by　the　economic　calculus　of　each　subjects．
　　　　 　　　　　that　if　this　economy　should　bring　out　inflation　as　a　result　of
　　 　it　could　promote　its　exports　by　the　reduced　rate　of　foreign　exchange．
　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　，　distortion
allocation　and　confiict　through　the　redistribution　of　incomes　and　stocks　among
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export　prices　through　production　cost　decreases．
　　　　Of　course　in　this　economy，　the　issue　of　public　debt　will　be　seen　in　the　period　of　depres－
sion．　But　so　long　as　this　economy　want　to　keep　the　stability　of　prices　as　the　condition
for　increase　in　export，　in　the　phase　of　prosperity　the　issue　of　public　debt　will　be　reduced
sharply．　Therefore　in　this　economy　we　can　expect　equilibrium　amounts　of　B　to　be　less
than　B．
g　Existeeeee　igff　ptigeesg　Coitsegtwatfiewa
　　　　In　this　samll　and　export　depending　economy，　the　government　might　be　controlled　by
the　Fiscal　Constitution．　lndeed，　Japanese　economy　is　under　such　constitutional　control．
Immediately　after　wor1d　war　II，　Japan　obtained　so　called　new　democratic　constitution．
At　the　same　time　Japanese　government　set　up　the　fiscal　constitution　where　the　balanced－
budget　principle　is　strongly　declared．　The　fourth　article　of　the　fiscal　constitution　says
that　the　national　government　must　obey　the　principle　of　balanced　budget，　with　only
exception　that　the　government　be　able　to　issue　the　public　debt　in　order　to　finance　the
public　investments．　Therefore　public　debt　to　finance　government　consumption　is　constitu－
tionally　prohibited．
　　　　In　emergency，　for　example　after　the　oil　crisis　in　1974．”v80，　the　government　could　rely
upon　the　issue　of　public　debt　beyond　the　amount　of　expenditures　for　public　investments．
In　that　case，　the　government　makes　a　law　that　says　that　the　government　itself　violates　the
fiscal　consti加tion，　and　present　the　Iaw　to　the　congress　to　get　permission　from　the　congress，
Therefore，　in　that　case，　many　relevant　people　involved　in　the　formation　of　budgetary　policy
have　the　sense　of　doing　illega1　issue　of　public　debt．
§　Obe《髄eitee意《》Law　Off　E¢o髄。三蓋《∋Reaseit？
　　　　In　this　paper　1　pointed　to　two　reasons　for　balanced　budget　in　export　orientational
economy　like　Japan．　One　is　the　consciousness　to　the　stability　of　domestic　prices　which　is
the　consequence　of　the　nature　of　export－economy．　Another　is　the　constraint　of　fiscal
constitution　which　prohibits　budget－deficit　as　unsound　and　iliegal．
　　　　In　my　opinion，　1　take　the　economic　reasons　more　fundamental．　Surely　in　Japan，
relative　position　of　bureaucracy　iR　the　process　of　public　policy　formation　is　higher　than　in
other　countries　of　democracy．　And　bureaucracy　has　the　most　proclivity　to　obey　the　law
and　set　up　regulation．　However，　even　in　Japanese　economy　without　economic　consciousness
toward　price　stabilization　on　the　business　world，　keeping　small　and　balanced　budget　in　the
long　run　would　be　diflicult．
　　　　Though　1　did　not　consider　in　this　paper，　1　want　to　note　another　economiq　reason　for
a　long　range　balanced　budget．　That　is　the　fact　that　Japan　is　becoming　to　an　ageing　society．
This　fact　brings　out　a1most　unanimous　opinion　among　policy－minded　people　that　if　the
government　now　continues　to　issue　the　public　debt，　tax　burdens　of　future　generation　should
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be　very　high　due　to　funding　the　debt　and　inevitable　increase　in　government　expenditures
for　social　security．
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